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DEPARTMENT 


editor's letter 


BY: PATRICK O'CONNELL 



The best time for me to really think is when I'm on my 
bike or running. I can remove myself from the rest of 
the world, jam out to my legally downloaded music, 
and just go. 

Some time back I noticed something that initially 
struck me as odd. I spied several fellow riders/run- 
ners who were decidedly much older than my 30- 
something years, probably nearly double my age. 
Shouldn't that advanced age mean retirement, health 
issues, Florida, golf, shuffleboard — you know, 
old-people things? 

It's easy to stereotype. It keeps things with which 
we're not well-acquainted conveniently tied together 
into a prepackaged bundle. The same thought eas- 
ily extends to our work as marketers. When we use 
simple demographics, such as age, income and lo- 
cation, aren't we bundling a slew of people we don't 
really know into one tight package? We assume that 
everyone within a certain ZIP Code ™ is similar, or 
anyone over 65 is retired, or anyone earning less than 
$30,000 is undereducated. 

Closer inspection of the demo shared by my mature 
bikers/runners revealed more surprises. These ac- 
tive people are out there, generally behaving as if 
they were in their 30s, 40s or 50s. Old age doesn't 
mean retire and wither. It means partying like you're 
in college (but every night is not a school night). It 
means traveling — not on a tour bus, but biking across 
Iowa. It means living. 

As marketers, we'd better understand what moti- 
vates our audience, what resonates, and which is the 
best way to connect with them. We can't think of our 
audience as a stereotyped bundle. Inside our demo- 
graphic bundle exist individuals, behaving in ways in 
which we may not expect. 
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GETTING "CONFIRMED" 

I just finished reading the latest issue of Deliverf Volume 1, Issue 4, September 2005) 
and found the article on the technology "CONFIRM"® very interesting. I can't believe 
I haven't heard about this sooner! Where can I get more information? I'd like to see 
about using this technology in my business. 


WELCOME to the feedback 
portion of Deliver ,™ This is 
your space to fill with ideas, 
comments, suggestions and 
opinions. Please feel free to 
send us your questions, com- 
ments and suggestions. We 
want to hear from you — the 
good, the bad or just plain 
ugly. Send all feedback to: 

FEEDBACK 
DELIVER MAGAZINE 
P.O. BOX 2120 
WARREN, Ml 48093 

Or e-mail the information to 
us at delivermag@usps.com. 



Amy Witt 
Chicago 

Editor's Note: This has been one of the most popular requests we've received! The 
USPS® has a CD ROM available with ample information about CONFIRM. To request a 
copy, log on to usps.com/delivermag. 

HOW CAN I GET HARD COPIES OF BACK ISSUES? 

What a lucky coincidence: I was in the middle of preparing for a seminar on loyalty 
marketing to my staff when I received your last issue of Deliver (Volume 1, Issue 4, Sep- 
tember 2005). It featured not one, but two stories about successful loyalty programs, 
and had lots of great information. I'd like to hand out copies of this issue at my seminar 
— how can I get some? 

Susan Newburn 
Kokomo, Ind. 

Editor's Note: Due to the high volume of these kinds of requests, we aren't able to 
send out extra issues at this time. Instead, you can find all the back issues of the maga- 
zine in PDF format online at our Web site: usps.com/delivermag. 

APPEARANCE IS EVERYTHING 

I think I receive nearly every direct marketing magazine out there, and I make it a point 
to read them all, but yours is different. I love the content, and you are so cutting edge 
and creative in your photos that it makes the stories that much more impactful. I just 
wanted to tell you that you really have set yourselves apart from the competition. I 
can't wait to see what you're going to feature next on your cover! It's never boring. 



PRINTED ON RECYCLED PAPER 
WITH 10% POSTCONSUMER WASTE 


Wendy Brender 
West Orange, N.J. 
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BY: CHRIS LYNN 





To receive a copy of the U.S. Postal 
Service® Mail/Internet white paper, 
log on to usps.com/delivermag. 


mation is protected by our privacy policies. 


Call us unblinking optimists, but we do believe we're 
witnessing a sea-change in the way that marketers 
think about ROI. 

After years of dodging the (multi) million-dollar ques- 
tion (What am I really getting for my money?), market- 
ers are now taking some very deliberate steps to for- 
mulate an answer. 

Corporations are digging deep into their data to get 
a marketing-eye view of customer behavior and tie 
information like incremental sales lift to their promo- 
tional efforts. And we're even seeing some credible 
advances in demonstrating ROI against expenditure fo- 
cused on driving brand awareness and consideration. 

All of which will be a great relief to advertising agen- 
cies everywhere. Of course we're inclined to point 
out that users of direct are already way ahead of the 
game. Why? Because direct is among the most meas- 
urable and accountable of all the marketing channels 
— and always has been. 

You can follow up each offer, identify the results gen- 
erated and calculate return. Then you can tweak the 
concept and do it even better next time. 

And direct isn't just a one-trick pony. It's as adept at 
building awareness and consideration as it is in closing 
the sale and maintaining customer loyalty through time. 
Not to mention its effectiveness at driving prospects 
and customers to your Web site (find out more about 
that at usps.com/delivermag). 

Trying to justify return on your overall marketing 
budget to skeptical board directors might give you 
an ulcer. So do yourself a favor and show them the 
direct results first. 
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who's your geeky friend? 


Bringing technology to 
the direct market dance 

Direct marketers should be dancing in the streets. Why? 
Because the opportunities for their skills suddenly look lim- 
itless. I'm not talking about creative copy writing, graphic 
design or understanding of printing production, valuable 
though these are. I mean understanding marketing analyt- 
ics — how to segment a market based on demographics 
or behavior, how to test the effectiveness of campaigns, 
how to maximize the return on marketing investments and 
how to use modeling, simulation and analysis. 

The (previously low-status) statisticians from the direct 
marketing department are being brought up, blinking, into 
the light of the boardroom to explain ANOVA, signifi- 
cance testing and Bayesian estimators to worried senior 
executives. These executives are worried because over- 
communicated consumers are becoming resistant to the 
usual marketing communications, and because there is a 
new spirit in the boardroom called accountability. 


customer relationships. The second piece of good news: 
The infrastructure to acquire and manage all the data is 
getting cheaper and more accessible by the month. Data 
warehouses with terabytes of storage are no longer multi- 
million-dollar investments, and software for modeling, anal- 
ysis and data visualization is getting more affordable and 
easy to use. The missing piece? People who understand 
marketing, statistical analysis and the technology needed 
to bring them together. Direct marketers understand the 
first two, but to get on top of the technology piece, they 
will need a friend in the IT department. 

This friend will not only be a guru in database manage- 
ment, OLAP cubes and the paraphernalia of 'business 
intelligence,' but also will know how to stir Web metrics 
and e-mail marketing into the data stew. The combined 
skill sets will deliver facts instead of opinions to support 
better management decisions on products, target cus- 
tomers and marketing campaigns. If they can overcome 
the stereotypes of Marketing being from Venus while IT is 
from Mars, direct marketers and technologists can make a 
partnership that could transform the business. E3 
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Not been keeping up on your statistical analysis terminology, eh? Well, here are 
some quick definitions to help you out. ANOVA: Analysis of Variance is a statistical 
technique that helps identify which factors influence a set of observations: Bayes- 
ian estimators: Related to a statistical method for using conditional probabilities, 
developed by Rev. Thomas Bayes in the 18th century: OLAP : Online Analytical Pro- 
cessing cubes are three-dimensional representations of fields in a relational data- 
base that allow analysts to see different views and to "drill down" into the data. 


Accountability means justifying marketing budgets and 
marketing methods as never before. Forget market share 
—does the IRR exceed our weighted average cost of capi- 
tal? Never mind brand awareness —what's the customer's 
lifetime value in current dollars? Corporations have been 
eliminating inefficiencies from their supply chain for years; 
now they're looking at the marketing value chain with a 
critical eye. Marketers, forced to justify themselves anew, 
have only one weapon with which to stave off a skeptical 
CFO at budget review time: meaningful data that they can 
relate directly to shareholder value. 


The good news: Most companies are swimming in data, 
and the farsighted ones are actively managing it and 
seeking more — through loyalty programs, satisfaction 
surveys, product registrations, list purchases, couponing, 
Web metrics and myriad techniques to build and maintain 
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Traditional catalogs blended 
with editorial copy create a 
marketing hybrid called the 
™ "magalog" or "catazine." 


a hybrid way 
to connect 
with consumers 


Catalogs turn into magalogs 


The merchandising catalog is a time-tested marketing 
tool that has proven its worth for more than a cen- 
tury. Now, facing an ever-expanding marketplace, 
several companies have reinvented and repo- 
sitioned the catalog as a strategic mecha- 
nism to engage the reader, increase time 
spent with the piece and promote 
brand awareness. 

These marketers have come up 
with what is now referred to as 
"the magalog" or "catazine" — a 
hybrid of the catalog and con- 
sumer magazine. Some retail- 
ers and manufacturers combine 
product-specific feature stories 
and other editorial content with 
existing catalogs; others are cre- 
ating magalogs from scratch. 

One of these new magalogs is being pro- 
duced by perhaps the most venerated catalog 
company of them all — Spiegel. Last year, Spiegel began 
adding stories about clothing, fashion and shopping to its 
famed catalog, which the company has been mailing to 
customers' homes since 1905. 



Spiegel's goal was to grow customer loyalty and ex- 
tend the life of the book by offering its traditional 
catalog components as well as articles discuss- 
ing products and trends for today's fast-paced life- 
style. Chivari says response to the Spiegel magalog 
has been "overwhelmingly positive" and points to a 
"double-digit increase in customer response" since 
the catalog became a magalog. 

Another company, LP Building Products, a Nashville- 
based manufacturer of building materials, industrial 
wood products and pulp, introduced a new magalog in 
March to push awareness of its Weather Best compos- 
ite decking material. LP's magalog contains stories on 
composite decking in general, and on the Weather Best 
brand in particular. 

"We also have Weather Best ads, recipes and stories 
on grilling and other deck-living topics," according to 
Steve Weinstein, brand manager for Outdoor Living 
Products, the LP division that makes the Weather 
Best decking. "We want to make more people 
aware of our product, and get them to go to their 
retailer and choose Weather Best for their deck- 
ing — and also prompt contractors to purchase our 
product wholesale." 


The magalog was key to a repositioning last year to 
reinforce contact with traditional customers (women 
in their 40s) and broaden Spiegel's appeal across all 
age groups. 

"It's a resource, full of inspirational ideas and expert ad- 
vice," says Tony Chivari, Spiegel's senior vice president 
of marketing. "The stories share secrets from celebrity 
stylists, interior decorators and experts on everything 
from clothing to decorating to travel to lighting." 


LP Building Products ordered a one-time printing of 
500,000 copies of the magalog, which is mailed to the 
company's list of decking retailers and contractors — a 
list that includes the existing customer base as well 
as prospects. 

"Our new magalog is a much more cost-effective ap- 
proach than spending a lot of money on advertising in 
regular magazines," Weinstein says. "This way, we can 
really target the market we want to reach." El 
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The hunt for ROI continues 

BY MARCIA LAYTON TURNER 
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Blame it on John Wanamaker. The turn-of-the- 
century department store icon, who famously 
wondered which half of his marketing dollars 
were wasted, started a quest for return on invest- 
ment that continues to this day. 

So far, the results are not pretty. A recent survey found major corporations using no 
fewer than six different outcomes to measure ROI, everything from incremental sales 
from marketing to changes in purchase intent. 

In fact, the confusion over how to measure ROI is such that the Association of National 
Advertisers recently joined with the American Association of Advertising Agencies to 
create a new way of measuring how consumers interact with marketing. 

“In this age of accountability, new metrics are necessary to adequately reflect the impact 
of nontraditional messages,” says Barbara Bacci-Mirque, senior vice president of ANA. 

MASSIVE CALCULATIONS 
LEAD TO PREDICTABLE RESULTS 

So, what’s a beleaguered ad executive to do? Some are turning to econometrics, a highly 
sophisticated statistical modeling method that has the industry talking. Supporters say it can 
help companies determine ROI, predict outcomes and optimize their marketing spend. 
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Critics say something along the lines of, “yeah, right.” 

Essentially, econometrics involves stuffing a database 
with historical data (usually one or two years’ worth) on 
sales, marketing spend, product enhancements, even out- 
side factors such as weather or seasonal effects. Unlike 
other statistical modeling programs where you pick and 
choose what goes into the analysis, econometrics takes 
everything you have. 

It sounds simple, but it requires a massive number of 
calculations and a boatload of data. 

“You go through tens, maybe hundreds of thousands 
of different models with an automated statistical model- 
ing process and you’ll eventually come up with the right 
fit,” says Randy Stone, chief executive officer of Marketing 
Management Analytics Inc. (MMA), a consulting firm 
based in Wilton, Conn. “It’s like a pattern-matching test. 
You measure everything that was happening during a peri- 
od of time, including marketing campaigns, competitors’ 
activities, the economy, even the weather.” 

Econometrics finds relationships among all the data 
being analyzed, and that allows it to make predictions. 

Once you understand how two factors, say sales and televi- 
sion ad spend, relate to one another, that information can be 
used to make predictions: Increase your spending X percent 
on television advertising and sales will jump Y percent. 

If it all sounds a little too good to be believed, well 
then, Barbara Lewis understands. “The first question we 
get asked is ‘How do you know how many people came in 
from a television spot?’ and the answer is ‘We do.’ Through 
analysis of all the data across many weeks, we’re able to 
tease out the effects of the television spot on the number 
of customers,” says Lewis, president of MarQuant Analytics, 
a Beverly Hills, Calif., firm that consults with companies to 
capture, measure and analyze data. 

Lewis adds that once she and her colleagues run through 
the numbers, though, the skeptics become converts. “They 
see the process and they understand,” she says. “Then they 
start to get excited.” 

She cites the example of a financial services client who 
uses econometrics to decide what to spend on marketing 
activities, its products, each region of the country and even 
on certain types of customers. 

It’s that ability to provide statistical insight into decisions 
that used to rely on gut instinct that has marketers intrigued. 

Well known in academic circles for years, econometrics 
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“The first question we get asked is 
‘How do you know how many people 
came in from a television spot?’ and 
the answer is, ‘We do.’” 

Barbara Lewis of MarQuant Analytics 


Am, 

• <1 * 

V U 



November 2005 1 3 





has only recently become the darling of the analytics set, 
thanks mainly to the massive amount of data that com- 
panies now track and the leaps in technology that make 
it possible for a laptop computer to run calculations that 
used to require a supercomputer. 

A number of European companies have adopted the 
process, but U.S. corporations have been slower to follow. 

Interestingly, Lewis notes, when doing analysis for the 
clients she works with — a gamut of blue-chip names — 
direct mail consistently has a high return compared to other 
marketing channels. “That might not be true for every com- 
pany, but it is for the companies we work with,” she says. 

LOOKING BEYOND ROI 

But determining pure ROI isn’t the only game in town. 
Companies are also seeking budget optimization to get the 
maximum lifetime value out of their customers. It’s part of 
a movement in the marketing world to look at return on 
customer, or customer equity, she says. 

“They’re not just looking at ROI,” says Lewis. “That’s 
short term; they want long term as well.” 

Sometimes, for example, the corporation’s long-term 


interest is in gaining market share, she says, and it is willing 
to take a loss on its marketing in order to gain customers. 

She also notes that larger corporations, with huge bud- 
gets and massive amounts of spending, tend to find the 
most value in econometrics. 

“They spend hundreds of millions on their marketing 
budget and the authority is so big, they can’t get their 
arms around it,” says Lewis. “They can’t figure out what’s 
working and what’s not working.” 

Right now, she says, most discussions about economet- 
rics are happening with the analytics departments within 
corporations. Charged with finding ways to optimize spend- 
ing, those departments are looking for a scientific method 
that can help them produce results. 

Ultimately, though, those conversations need to include 
representatives from the financial side of the business — 
the people asking about return on investment — so they 
too can understand the way that marketing efforts can pay 
off for a company. 

“We’d like to be talking at the chief financial officer 
level,” says Lewis. 

FOLLOW THE NUMBERS, 

BUT TRUST YOUR GUT 

Not eveiyone is sold on econometrics, however. 

Because econometrics focuses on what your company is 
doing right now, it may not be as helpful if you are launch- 
ing a new product or expanding into a new territory, cau- 
tions Mark Dominiak, principal strategist at Insight Garden, 
a Whiling, Ind., marketing consulting company. 

Consultant Erwin Ephron takes it a step further. 

“Econometrics ROI is a backward-looking measure, as 
you can only tell what you have done,” says Ephron. “You 
can’t do econometrics modeling unless you have extremely 
good disaggregated data. It only tells you about what you 
did, not what you want to do.” 

Use it as an aid to making marketing decisions, but not 
as a replacement, says Ephron. 

Marketing Management Analytics’ Stone agrees. Don’t 
rely solely on the numbers, he says, trust your gut, too. 
“Combined, you have a winning proposal. Don’t allow the 
model to be the dictator.” 

Still, in a world of maybes, econometrics holds the prom- 
ise of being one model that can actually help corporations 
get a handle on exactly what they get in return for the 
marketing dollars they spend. 

“We are looking for the ideal budget: How should the 
company allocate its funding,” says Lewis. “And economet- 
rics can help us find that answer.” S3 
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add value, multiply results 



Here's a news flash for marketers: Direct mail readership is rising year 
after year — from 72 % of adults surveyed in 2002 to 76 % today, 
according to research by Baltimore-based Vertis. That's good news for 
marketers, who can package relevant and useful information in high- 
impact formats that will make targets want to open their mail. 

More than 2000 consumers revealed what it takes to get them to open a To increase the value of your mail 


company's direct mail piece in Vertis' 2005 customerfocus® Direct Mail 
Survey: 

• Timing (piece arrives when service is needed): 69 % 

• Package looks interesting: 63 % 

• Special offer or discount: 51 % 

• Package looks important (for instance, it looks like it contains pertinent 
financial or insurance information): 49 % 


pieces, take what they're already 
reading and make it more perti- 
nent. Here's how: 

. Personalize the content: Zero in 
on people's lifestyles, interests, 
or a specific moment in time: 
where they are in their career or 
family. Time delivery of your mail 


• Feel something in the package: 48 % 

• Free gift or token inside: 37 % 

• Dated material enclosed: 33 % 


piece to arrive when they have a 
need for the service. "For exam- 
ple, you have a unique opportunity 
to deliver the right messages to 


automotive customers," says 


"When you already have a relationship with a customer, especially Mayo. "Target effectively by 

one with a high lifetime value, it's very effective to send a toy or gift sending different messages to 

that calls attention to your offer," says Janice Mayo, Vertis senior vice people who are at different points 

president of marketing. "People do pick up those 'lumpy' packages and, the purchase cycle. Give infor- 

in the business-to-business area, response rates tend to be higher." mation on trading and upgrad- 



ing to someone who purchased 
a vehicle four years ago rather 
than to a person who just bought 
a car and doesn't need that kind 
of information." 


• Include special offers and person- 
alized messages: financial planning 
/’advice, a customer service mes- 
sage, an upgrade or a better way 
for customers to utilize services. 


Learn more about 
getting your piece 
noticed with the 
white paper. 

How to Hit It Big, 
at usps.com/delivermag 
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emotion 

is key to 

customer behavior 





Getting to the heart of customer satisfaction 
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It's a given: To have a successful CRM program, you have 
to successfully collect and analyze transactional data on 
your customers' buying patterns. Everyone knows that. 
But this kind of information — these quantifiers — only 
complete half the picture. 

Just as important as patterns, customer purchases 
involve emotional factors. And when you combine 
emotional response with transactional data, you get a 
clearer picture of consumer behavior — and the key to 
customer retention and satisfaction. 

"Probably as much as 75 percent or 80 percent of what 
drives customer satisfaction and loyalty has little or noth- 
ing to do with the products sold or the prices 
charged," says Jim Barnes, consultant for North 
American and European companies on cus- 
tomer relationship strategy. "To establish 
loyal customers, to get close to forging a 
relationship, companies must establish an 
emotional connection. This happens over 
time as a result of how companies and 
their employees behave toward custom- 
ers, how they treat people, and ultimately 
how customers are made to feel." 

Barnes developed a survey method- 
ology that he uses with his clients to 
measure the quality of customer rela- 
tionships. He has consistently found the 
strongest relationships between com- 
panies and their customers exist when 
there is more face-to-face contact be- 
tween customers and employees. Aliant, 
a Canadian telecommunications and in- 
formation technology company, used 
this methodology and applied it to a 
survey aimed at learning about their 
customers and developing a commu- 
nications strategy. 

Aliant measured customer satisfaction and 
gauged their loyalty during face-to-face sur- 




veys of its wireless, Internet and phone service custom- 
ers. The goal was to understand why customers purchased 
Aliant services and what the company could do to improve 
service , and ultimately boost brand loyalty and retention. 

"We gained valuable insight from meetings with our large 
clients, telephone and online surveys with residences and 
small and medium-sized businesses, and home visits to 
better understand our customers' telecommunications 
needs," says Heather Tulk, vice president of marketing. 
"With this learning, we increased our focus on activities 
that our customers valued most." 

Researchers, for example, discovered many things the 
company was doing well regarding service and, in the 
process, found a critical emotional connection: Cus- 
tomers valued single points of contact because 
they believe interacting with one person is 
more efficient and less burdensome during 
service calls and because it's easier to build 
a sense of rapport with someone who 
takes charge of their total experience. 


Based on those findings, Aliant has set 
out to totally transform the customer ex- 
perience. "We encapsulated this theme 
into our brand promise, 'Aliant is the 
company that makes it easy for you 
to do what you want,'" says Tulk. This 
brand promise is supported in the 
"here, for you.™ " tagline which com- 
municates the meaning and impor- 
tance of the brand promise to employ- 
ees throughout the entire organization. 
Individual departments developed and 
implemented transformational projects 
to support the brand promise. The new 
brand promise was launched to custom- 
ers through an advertising campaign, sup- 
ported by direct mailings containing the 
new branding tagline, emphasizing reli- 
ability and how the company simplifies 
customers' lives. El 
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boomers are babes 

Generational marketing 
is past its prime 

BY LILLIAN LORENZI 


William Jefferson Clinton and George W. Bush are 
the same age. Both probably know the lyrics to the 
same songs and both may already need reading 
glasses, but from just about any way a marketer 
might look at it, these two Baby Boomers inhabit 
completely different worlds. 


That’s the danger of generational marketing, says David 
Baxter, a leading economist and demographic expert at 
Vancouver-based Urban Futures Inc., a nonprofit research 
society whose corporate clients include huge multinational 
oil companies and accounting firms, as well as business 
services and banking companies. 

Simply put, knowing that someone is a Baby Boomer, 
Gen Xer or up-and-coming “tween” doesn’t tell you much 
when it comes to selling toothpaste, TVs or the season’s 
hottest sports car. 

That’s especially true for Boomers, which because of 
their numbers represent the greatest opportunity for mar- 
keters who figure out ways to talk to them correctly, and 
it’s the greatest threat for those who don’t. 

For the past 30 years, the Boomer generation (born 
between 1946 and 1964) has shaped the nation’s culture. 
They represent the largest chunk (27 percent) of the U.S. 
population, and that alone has helped make them the tar- 
get of every marketer. 

But more than that, they’ve benefited from rapid U.S. 
economic growth since World War II, enjoying higher 
levels of education and better career prospects. As a 
group, their spending power tops $2 trillion, although it’s 
unevenly spread. In many ways the Boomer generation is 


as diverse economically and ethnically as the population as 
a whole — another reason it’s a mistake to think of them 
as a homogenous group. 

Boomers know how to spend. The wealthy have used 
their above-average incomes to finance larger homes, for- 
eign cars and exotic vacations. They’re largely responsible 
for the booming consumer electronics industry and, of 
course, the financial services sector. 

As they age, they are challenging the old marketing con- 
cept that you only market to the young. This is a group of 
people 50-plus years old who control 70 percent of the 
nation’s wealth. Not only do they purchase youth-oriented 
products, but they also indulge in typically youth-oriented 
pastimes (skiing, working out) and spend billions attempt- 
ing to retain their youthful looks. 

That’s the upside. The downside is that they are also a 
group with wildly different opinions and lifestyles, and that 
means traditional, one-size-fits-all ideas about generational 
marketing are unlikely to succeed. 

ASK THEIR AGE, BUT DON'T STOP THERE 

“I always caution people that generational marketing is 
a jumping-off point, but that’s all,” says Baxter. “When I 
look at the market, the foundation of what we need to 
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talk about is life-cycle behavior. We all move through life 
cycles, but not at the same time or in the same way. So 
just because a group of people are roughly the same age, 
doesn’t mean they’re going to want the same products or 
respond to the same message, because they likely have 
vastly different lifestyles.” 

For example, one in five American women will never 
have children, Baxter says. In the past 20 years, that has 
become a large segment of the population representing a 
significant market. 

Are these women buying children’s products? 

“They’re buying children’s products too, but they have 
more disposable income to spend on high-end, expensive 
products for their nieces and nephews,” he says. “That’s 
how they’re experiencing this stage in the life cycle. You 
market to these women, but in a much different way than 
you do for the stay-at-home mom with three kids who’s 
shopping at discount stores for school supplies.” 

You can’t generalize based on age or any single vari- 
able, he cautions. ‘You’ve got to break the market into very 
specific segments and then see how those are fragmented. 
Clinton and Bush may both be buying reading glasses, but 
are they both buying trendy readers?” 

The bottom line here is that all markets are niches. 

Baxter should know. The author of numerous 
reports, books and articles about population and 
economic change and the resulting implications 
for business and society, Baxter is a recognized 
authority on the impact of demographics 
in North American and global consumer 
landscapes. He leverages this infor- 
mation to explain consumer behav- 
ior and how it applies to particular 
organizations and industries. 


new cars, taking exotic trips. In short, they’re buying 
comfort. It’s a great time for retail spending, but it’s dis- 
cretionary spending.” 

That trend is fueling the rise of big-box stores. “They’ve 
figured out their niche,” Baxter says. “Lots of 44- to 58-year- 
olds are shopping the big-box discounts to get toilet paper 
cheap so they can spend $8 on a slice of pate. They’re 
making discount shopping cool.” 


in targeting that promises big returns. For example, 
Boomers began the environmental movement and 
remain some of its strongest supporters. 

“The environment is a huge issue with some consumers. 
For those people who hold strong values, the fundamental 
things that will attract them to marketing messages are 
connected with those values,” he says. “Someone who is 
a member of an animal rights group is going to look at a 
cosmetic marketing campaign very differently from the way 
a good old-fashioned carnivore like me would.” 

Another good example of value marketing is the organic 
food market. “People who feel strongly about this are will- 
ing to pay big for organic produce.” 


PLACES IN THE HEART 

One way smart marketers can avoid 
the generation trap is 
by aiming instead at 
their customers’ 
core beliefs 


BUZZING IN 

This ever-moving, highly fragmented new demographic 
reality means marketers need to think differently not only 
about how to identify the target customer and craft the mes- 
sage, but also about the channel through which to do it. 
“Mass marketing was the way we used to reach the 
older generation,” says Baxter. 

Now, Boomers and their younger counter- 

I parts are getting more of their information 
from the Internet; at the same time, tech- 
nology is being used to limit the intrusive- 
&. ness of advertising, helping screen out 
television advertising or e-mail before 
it can even reach the recipient. 
What’s more, Boomers are 
showing a greater interest in 
so-called long-form branded 
content: infomercials, branded 
magazines and the like. They 
want more information and con- 
text than it’s possible to cram into 
a 30-second TV ad. 

That presents both a challenge and 
a unique opportunity for consumers, says 
Baxter. Break through, and your message will reso- 
nate, he says. 

“It’s a great time for direct marketing because it 
gives you the opportunity to directly present the prod- 
uct and provide real depth of knowledge,” he adds. “It’s 
not mass marketing; these days it’s niche marketing, or, 
even better, one-to-one marketing.” E3 


— a new 
frontier 


GROWING UP YOUNG 

Another wrinkle he identifies in 
this ever-shifting Boomer land- 
scape is that hitting 50 or 60 no 
longer means being old — it 
means cute little red sports car. “The 
Baby Boom generation has a completely 
different idea about aging. That’s one gener- 
alization we can make,” he says. “They don’t see 
themselves as old, and marketers better not, 
either. They’re remodeling their homes, buying 
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Agency thinks big on DM’s final approach 


One look at the results of GSD&M's vertically integrated 
creative approach, and one has to wonder: What's The 
Big Idea? 

It's GSD&M's solution to successfully combining con- 
sumer desire with client needs. 

"When we sit down with a client, we start with one mis- 
sion: to determine what consumers want," 
says Jennifer Warren, account executive 
and direct marketing expert at the Austin, 

Texas-based GSD&M. "We collaborate 
with our clients and best-in-class partners 
to nail down what approach and tactics 
are going to work best. We're ultimately 
looking for The Big Idea, and from there, 
how we can drive that initiative across 
marketing disciplines." 

Once they've defined that Big Idea, 

GSD&M prides itself on developing solu- 
tions — with direct mail sometimes taking 
a leading role — that not only cut through 
clutter but soar above the pack. 

Case in point: The U.S. Air Force, one 
of GSD&M's most prestigious clients. 

GSD&M and the Air Force successfully 
increased recruiting among highly edu- 
cated professionals. The tactic? Instead 
of the standard recruitment strategy, The 
Big Idea emphasized the indirect benefits of careers 
in medicine, nursing and engineering available through 
the Air Force. 

"For the physician campaign, for example, we focused 
on the rising cost of malpractice insurance — something 
you don't have to worry about in the Air Force," says 
Warren. "And for engineers, we touted the cutting- 
edge, ultra-visionary technology that engineers in the 
Air Force create." 


"We chose direct mail as a key lead generating compo- 
nent of the campaign," she explains. "We've found that 
direct mail is a very effective tool when you're after highly 
targeted audiences, and that's exactly what we needed 
for the Air Force." 

Response to the campaign was phenomenal. It was sent 
in two waves with specific messages during fiscal year 
'04 and '05 and raised response levels 
82 percent for nursing recruits, 106 per- 
cent for engineers and 172 percent for 
physicians. 

What was the client's reaction? "Let's 
just say they were very pleased," says 
Warren. "Direct mail is an awesome me- 
dium because you can really predict your 
return. So you've already got a bench- 
mark to work with." 

But the success didn't stop there: For 
Southwest Airlines, another GSD&M 
client, The Big Idea capitalized on the 
fact that customers were looking for in- 
expensive, hassle-free travel opportuni- 
ties. Ding!, a first-of-its-kind promotion, 
delivered those offers right to custom- 
ers' computers. 

Customers download Ding! software and 
receive offers signaled by — what else? 

— a telltale "ding" from the computer. The campaign broke 
on Feb. 28, 2005, and by March 12, it had generated more 
than $20 million in bookings. 

So what fuels GSD&M's successful approach? "We find 
an effective balance between building the brand and 
driving immediate sales," says Warren. "We're not just 
creating marketing campaigns; we're getting to the core 
of what the client needs to bring that consumer in. It's 
what we mean by The Big Idea." El 

November 2005 23 


SD&M 


PRESIDENT 
& CO-FOUNDER 

ROY SPENCE 

CEO & CO-FOUNDER 

STEVE GURASICH 


HEADQUARTERS 

AUSTIN, TEXAS 

EMPLOYEES 

700 

ESTABLISHED 

1971 

2004 SALES 

$1.4 BILLION 


DEPARTMENT agency viewpoint BY: LILLIAN LORENZI 





BY: LESLIE WERSTEIN HANN technology/ products DEPARTMENT 



\ r 



% 

cross-channel solution 

Technology helps bank customize marketing 



For BMO Bank of Montreal, the Mosaik MasterCard repre- 
sented a dramatic early step in the financial group's trans- 
formation to a truly "customer-centric" organization. 

The theory was great: Starting with a plain vanilla credit 
card, customers would select from a menu of features, 
choosing from a variety of card designs, reward pro- 
grams, interest rates and travel protection plans. The 
objective: to migrate every BMO Bank of Montreal Mas- 
terCard holder to the Mosaik card and attract new cus- 
tomers, while increasing assets and enhancing loyalty. 

To be successful, the innovative modular credit card pro- 
gram demanded a dramatic transformation of the bank's 
marketing. Instead of product-focused campaigns de- 
veloped over months, the new strategy required con- 
tinuous marketing of product offerings through a variety 
of channels — statements, direct mail, telemarketing, 
direct- response TV, Web, e-mail, call center and I VR. 

Some communications encouraged customers to change 
options as their needs evolved; others offered special 
rates and balance transfers to invigorate sluggish ac- 
counts and invite new ones. "We were saying, 'you tell 
us what the product is,"' says Robin Stewart, manager of 
retail customer development for BMO Bank of Montreal 
MasterCard. "The result: hundreds, if not thousands, of 
combinations; and we wanted to be sure the right offer 
went to the right customer at the right time." 

BMO Bank of Montreal required an infrastructure that 
would organize that mass of messages and create a 
consistent customer experience, Stewart says. 

The bank selected Affinium Campaign, a cross-channel 
campaign and interaction management application from 
Waltham, Mass.-based Unica Corp. 

This application defines, creates, tests, executes and 
analyzes all marketing programs that use e-mail, direct 


mail, call centers and the Web. It mapped the bank's cus- 
tomers from existing credit cards with bundled features 
to the right set of new card options. Using probability 
market basket models, targeted feature recommenda- 
tions were designed for each customer and prospect. 
Using customer segmentation schemes and finance 
models helped ensure that each communication or mes- 
sage and card recommendation was relevant both to the 
customer and to the bank. 

Affinium helped the bank surpass desired results, 
beating the planned acquisition rate for new custom- 
ers by 3.5%. "More than a third of new customers ac- 
cepted up-sell offers during card activation, imme- 
diately increasing both share of wallet and loyalty," 
says Kelly Fiedler, Unica's director of solutions and 
customer marketing. 

The bank's average time to design and build a multi- 
channel campaign was reduced from weeks to days. 

Unica's solution, which has attracted companies in numer- 
ous industries such as electronics retailers, direct mer- 
chants and newspapers, worked for the bank. Affinium's 
ability to provide seamless access to data in multiple sys- 
tems, complex customer segmentation techniques and 
a system design clearly geared toward marketers rather 
than programmers, was particularly appealing. 

"Most direct marketing solutions are driven around 
programming," Stewart says. "Where others saw a 
technical challenge, Unica understood it was a busi- 
ness challenge. They understood direct marketing as 
a practice, a concept, and a philosophy, and that's what 
we bought into." 

BMO Bank of Montreal has redesigned its entire pro- 
cess, streamlining more than 50 distinct campaigns 
into one, thereby increasing the effectiveness of 
its communications. El 
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... capture thei 


If you really want to cultivate a big market, think small. 

There are 23 million small businesses in the United States 
with 500 or fewer employees, constituting 99.7 percent of all 
businesses, according to the Small Business Administration. 

And the best way to reach this $8.6 trillion market, accord- 
ing to a recent study, is through direct mail. 

Experian, a global information solutions company, recently 
conducted a wide-ranging study of 1 million companies with 
fewer than 25 employees and found that small business own- 
ers are 20 percent more likely than the general public to buy 
from direct mail for both business and personal needs. 

That’s encouraging news for marketers — particularly 
those offering financial services and upscale catalog items, 
because small business owners are 50 percent more likely to 
make their purchases via mail in these areas. 

Small business owners are uniquely positioned to make 
the purchasing decisions. They operate in a very different 
environment than the corporate customer because they often 
blur the lines between personal and business endeavors when 
making business decisions. They frequently use personal 
funds to make business purchases and are often motivated 
by personal reasons to make those purchases. 

In addition, the study found that small business own- 
ers may not be the people many marketers have assumed 
them to be. 

“We all know that profiling the business owner is one 
of the most effective ways to hit the right market, but our 
study results mayjust change widely held beliefs that might 
have companies marketing their products to the wrong 
market or even in the wrong way,” says Denise Hopkins, 
Experian senior director of marketing for business infor- 
mation solutions. 

Experian’s study leveraged demographics such as age, 
income and household makeup to develop a profile of the 
small business owner. 

Among the findings: The average small business owner is 
not the young, single, twenty-something entrepreneur that 
has typically been the popular image. Small business owners 
are, on average, 50.3 years old and 42 percent more likely 
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“Our study results mayjust 
change widely held beliefs that 
might have companies market- 
ing their products to the wrong 
market or even in the 
wrong way.” 

Denise Hopkins, Experian senior director of 
marketing for business information solutions 


than the general public to be married and have children. 
Their income is in excess of $70,000 — averaging $12,000 
above the broader U.S. average, and they are 11 percent 
more likely to be homeowners, with houses in the $500,000 
range. In short, direct mailers have a captive consumer audi- 
ence with multiple purchasing needs that often doesn’t have 
the luxury of time needed to shop around for business and 
personal needs. 

The study results infer that purchases are often made 
via direct mail for convenience’s sake. Because business 
owners really are the company, direct mail truly targets 
the business. 

“Remember, these are the people who actually make the 
purchase decision,” says Hopkins. “When you’re a very small 
company, the owner is the purchasing agent for everything. 
Direct mail is a very effective resource when dealing with a 
small company, because you’re going right to the heart of 
the company. Your piece is being seen by the person who 
makes the buying decision, and that’s very powerful.” 

In that sense, some marketers are prospecting and pursu- 
ing existing customers with methodologies similar to con- 
sumer target marketing. 

“We recommend that our corporate clients begin by 
profiling their best small business customers and compare 
that with potential ones,” says Hopkins. “Then you can ask 
yourself, 'What do I need to do to adapt my campaign to 
target this market?’” That kind of customer knowledge can 
produce solid returns. 

Pitney Bowes, for example, acquired 150,000 small busi- 
ness customers last year by leveraging what its existing 
customers like about the company and its products. The 
office technologies and services company profiled its cur- 
rent small business customer base, looking for information 
about their location, number of employees and buying 
patterns, and then sought out other small companies that 
fit the profile. 
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Multimedia campaigns, initiated by mail and supported by 
their Web site and e-mail, included information about part- 
ners that advertise in Priority, the company’s small business 
magazine. Pitney Bowes products are, in turn, integrated into 
the promotional campaigns of its marketing partners. 

“We believe in the mail — it’s a sensational channel that 
generates very high quality customers,” says Neil Metviner, 
president of PB Direct, Pitney Bowes’ small business divi- 
sion. “That’s not to say that we don’t telemarket and use the 


Internet. Some customers who come to us via mail don’t 
come back to us through the mail — they call us, or con- 
tact us through our Web site, so we often take an integrated 
approach to make the sale.” 

Customer knowledge has helped Pitney Bowes keep its small 
business customer base: “Retention of customers acquired 
through direct mail is among the highest of all our channels. If 
you follow through with what you promise to small businesses,” 
Metviner concludes, “they will be loyal customers.” E3 
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